
195

Fiscal Service, Treasury § 316.10

seimannual interest accrual date oc-
curring on or after November 1, 1982 is 
used as the base upon which interest 
accrues during an extended maturity 
period at the applicable market-based 
variable investment yield. If redeemed, 
the bond will receive the higher of the 
two values produced by using the appli-
cable guaranteed minimum investment 
yield and the applicable market-based 
variable investment yield. 

(f) Market-based variable investment 
yields and tables of redemption values. 
The market-based variable investment 
yields for bonds redeemed during each 
6-month period, beginning on May 1 
and November 1 of each year, are made 
available prior to each of those dates 
by the Bureau of the Public Debt, Par-
kersburg, West Virginia 26106–1328, ac-
companied by tables of the redemption 
values of bonds for the following 6 
months, based on either the applicable 
market-based variable investment 
yields or guaranteed minimum invest-
ment yields. 

[57 FR 14276, Apr. 17, 1992, as amended at 58 
FR 60936, 60937, Nov. 18, 1993]

§ 316.9 Taxation. 
(a) General. For the purpose of deter-

mining taxes and tax exemptions, the 
increment in value represented by the 
difference between the price paid for 
Series E bonds and the redemption 
value received therefor constitutes in-
terest. Such interest is subject to all 
taxes imposed under the Internal Rev-
enue Code of 1986, as amended. The 
bonds are subject to estate, inherit-
ance, gift, or other excise taxes, wheth-
er Federal or State, but are exempt 
from all other taxation now or here-
after imposed on the principal or inter-
est thereof by any State, or any of the 
possesions of the United States, or by 
any local taxing authority. 

(b) Federal income tax on bonds. An 
owner of Series E bonds who is a cash-
basis taxpayer may use either of the 
following two methods of reporting the 
increase in the redemption value of the 
bonds for Federal income tax purposes: 

(1) Defer reporting the increase to 
the year of final maturity, actual re-
demption, or other disposition, which-
ever is earlier; or 

(2) Elect to report the increases each 
year as they accrue, in which case the 

election applies to all Series E bonds 
then owned and those subsequently ac-
quired, as well as to any other similar 
obligations purchased on a discount 
basis. If the method in paragraph (b)(1) 
of this section is used, the taxpayer 
may change to the method in para-
graph (b)(2) of this section without ob-
taining permission from the Internal 
Revenue Service. However, once the 
election to use the method in para-
graph (b)(2) of this section is made, the 
taxpayer may not change the method 
of reporting without permission from 
the Internal Revenue Service. For fur-
ther information on Federal income 
taxes, the Service Center Director, or 
District Director, Internal Revenue 
Service, of the taxpayer’s district may 
be contacted.

§ 316.10 Payment or redemption. 
(a) General. A Series E bond may be 

redeemed in accordance with its terms 
at the appropriate redemption value 
shown in the applicable table described 
in paragraph (f) of § 316.8. The redemp-
tion values of bonds in the denomina-
tion of $100,000 are not shown in the ta-
bles. However, the redemption value of 
a bond in that denomination will be 
equal to ten times the redemption 
value of a $10,000 bond of the same 
issue date. A bond in a denomination 
higher that $25 (face amount) may be 
redeemed in part but only in the 
amount of an authorized denomination 
or multiple thereof. 

(b) Federal Reserve Banks and 
Branches and United States Treasury. 
Owners of Series E bonds may obtain 
payment upon presentation and sur-
render of the bonds to a Federal Re-
serve Bank or Branch referred to in 
§ 316.12 or to the Department of the 
Treasury with the request for payment 
on the bonds duly executed and cer-
tified in accordance with the governing 
regulations. 

(c) Incorporated banks, savings and 
loan associations and other financial in-
stitutions. (1) A financial institution 
qualified as a paying agent under the 
provisions of 31 CFR part 321, also pub-
lished as Department of the Treasury 
Circular, Public Debt Series No. 750, as 
revised, will pay the current redemp-
tion value of a Series E bond presented 
for payment by an individual whose 
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